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Independence  for  Colonial  Asia  —  The  Cost 

to  the  M-estent  ICorld  by  lawrence  k.  rosinger 


THH  colonial  East,  stretching  in  a  great  crescent 
from  the  soy  hean  fields  of  Manchuria  to  the  mica 
formations  of  Hihar  and  Madras,  will  be  of  crucial 
im|X)rtance  not  only  in  the  post-war  period  but, 
more  immediately,  as  the  military  struggle  with 
Japan  rises  in  intensity.  The  explosive  issues  that 
disturb  this  vast  region  have  already  come  to  the  fore 
in  India.  Colonial  problems  also  entered  into  the 
Three  Power  declaration  at  Cairo,  which  pledged 
the  break-up  of  the  Japanese  empire.  And  even 
now,  when  American  strength  is  still  deployed 
some  three  thousand  miles  from  the  Philippines, 
the  United  States  finds  it  desirable  to  give  new 
guarantees  of  the  islands’  future  independence.  As 
Japan  is  expelled  from  its  conquests,  the  complex¬ 
ity  of  colonial  questions  is  bound  to  increase.  The 
invasion  of  Hurma,  for  example,  will  require  deci¬ 
sions  concerning  the  military  role  to  be  played  by 
friendly  elements  among  the  Burmese— decisions 
which  cannot  be  reached,  even  in  the  most  tenta¬ 
tive  fashion,  without  creating  implications  for  the 
future. 

Popular  discussion  of  colonial  Asia  has  so  far  re¬ 
volved  largely  alx)ut  the  wisdom  of  making  definite 
promises  of  future  independence  in  wartime,  or,  in 
the  case  of  India,  the  desirability  of  granting 
large-scale  immediate  powers  to  national  political 
groups.  From  the  dehate  as  it  has  taken  shape  in 
unofficial  articles  and  speeches,  it  would  be  difficult 
to  imagine  that  the  colonial  powers  face  any  more 
serious  problem  than  that  of  finding  the  appropri¬ 
ate  moment  to  withdraw  from  their  possessions. 
Seldom  is  the  fundamental  question  raised:  how 
much  will  it  cost  the  metropolitan  countries  to  give 
up  their  empires  in  the  East.'*  It  is  true  that  the 
possible  price  to  Britain,  the  Netherlands  and 
France  constitutes  in  itself  no  moral  basis  for  the 
perpetuation  of  colonies.  But  no  one  can  doubt  that 
the  leaders  of  these  nations  will  take  such  sacrifices 
into  full  account  in  determining  their  course  of  ac¬ 
tion.  Realism  therefore  demands  that  we  examine 


not  only  the  aspirations  of  colonial  peoples,  but  also 
the  stake  of  the  Western  colonial  powers. 

DO  COLONIES  PAY.? 

Extremely  diverse  points  of  view  have  contrib¬ 
uted  to  the  contention  that  colonies  do  not  pay. 
Opponents  of  empire  have  frequently  used  the 
statement  to  convince  their  listeners  that  the  loss 
of  colonial  areas  would  cost  the  owning  countries 
little  and  therefore  should  not  be  resisted.  Before 
1939  the  same  argument  was  often  advanced  by 
tho.se  who  opposed  giving  back  Germany’s  pre-1914 
possessions.  The  case  seemed  simple:  what  would 
Germany  gain  from  the  return  of  worthless  pieces 
of  territory?  The  Axis  and  its  supporters  countered 
with  the  .self-contradictory  and  misleading  proposi¬ 
tion  that,  since  colonics  were  of  little  value,  the  ex¬ 
isting  owners  should  not  object  to  parting  with  ' 
them,  especially  to  so-called  “have-not”  nations 
which  needed  “living  space.” 

The  intellectual  confusion  created  by  these  and 
other  conflicting  .statements  can  be  reduced  only  by  1 
understanding  that  the  seemingly  simple  query,  | 
“Do  colonies  pay.?”  is  really  a  combination  of  ques-  | 
tions  including  at  least  the  following:  Dws  the  ' 
general  population  of  the  controlling  country  de-  i 
rive  from  empire  more  material  benefit  than  the  \ 
cost  involved  in  winning,  holding  and  developing  I 
colonies?  Will  the  metropolitan  countries  h.avc  to  ’ 
make  very  difficult  economic,  political  and  social  ' 
adjustments  if  they  lose  their  colonics?  Is  it  worth  ^ 
while  to  shoulder  this  cost  willingly?  Is  there  an 
alternative  to  the  colonial  .system  that  will  ulti-  i 
mately  be  more  .satisfactory  to  the  majority  of 
people  in  the  metropolitan  countric.s,  as  well  as  in 
the  colonies?  It  is  important  to  understand— in¬ 
deed,  it  is  the  crux  of  the  matter — that  such  an  al¬ 
ternative  cannot  be  realized  without  the  payment 
of  a  price  by  everybody  concerned,  even  though  the 
ultimate  result  be  a  more  prosperous  and  peaceful 
world. 
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Many  economists  consider  it  impossible  to  draw 
up  an  adequate  balance  sheet  of  profits  and  losses 
from  colonial  possessions,  since  there  are  so  many 
imponderables  on  both  sides  of  the  ledger.  From  a 
purely  statistical  point  of  view  this  is  undoubtedly 
true.  But  the  fact  remains  that  when  the  average 
person  approaches  the  question  of  colonies,  he  in¬ 
evitably  asks  himself  whether  they  are  really  worth 
while.  Indeed,  it  is  difficult  to  see  how  he  can  do 
otherwise,  if  he  is  to  have  an  opinion  on  the  sub¬ 
ject.  Consequently,  in  the  paragraphs  that  follow, 
a  brief  analysis  is  given  of  arguments  commonly 
advanced  to  support  the  view  that  colonies  are  of 
little  value  and  that  it  should  therefore  not  be  diffi¬ 
cult  to  get  along  without  them.'  Discussion  of  the 
merits  of  these  assertions  may  help  to  clarify  the 
colonial  picture. 

(i)  That  the  Profitability  of  a  Colony  Depends 
Largely  on  How  Much  It  Buys  from  the  Metropol¬ 
itan  Country.  Sales  abroad  are  undoubtedly  impor¬ 
tant  as  a  means  of  paying  for  imjxirts.  Yet  this 
statement  overlcxrks  the  fact  that  investments,  not 
exports,  provide  the  major  source  of  colonial  profits 
today,  and  usually  determine  the  extent  and  profit¬ 
ability  of  other  forms  of  colonial  enterprise,  such 
as  trade,  shipping  and  insurance.  The  point  has 
been  put  cogently  by  a  British  publication:  “The 
importation  of  large  amounts  of  capital  from 
metropolitan  and  foreign  countries  is  the  distin¬ 
guishing  characteristic  of  the  development  of  co¬ 
lonial  territories  in  mtxlern  times.  .  .  .  This  cred¬ 
itor-debtor  relationship  therefore  determines  the 
economic  relations  between  countries  investing  in 
colonies  and  colonial  territories  themselves.  .  .  . 
The  traditions  of  the  mercantilist  era,  though  not 
without  influence  to-day,  are  made  to  subserve 
modern  policy.”  As  an  instance  of  mercantilist  tra¬ 
dition,  “the  reservation  of  colonial  trade  and  ship¬ 
ping  to  the  mother  country”  is  mentioned.^'* 

In  this  connection  it  is  illuminating  to  compare 
rates  of  investment  profit  in  colonial  and  indepen¬ 
dent  areas.  Before  World  War  II  a  total  British 
investment  of  ^([225,000,000  in  Europe  brought  in 
about  /8,ooo,o(X)  (3.55  per  cent)  annually,  but  an 
identical  sum  invested  in  enemy  or  occupied  terri¬ 
tories  of  the  Far  East  yielded  more  than  twice  as 
much,  17,000,000  (7.55  per  cent)  annually."* 

>•  Many  of  these  arguments  are  presented  in  Grover  Clark, 
A  Place  in  the  Sun  (New  York,  Macmillan,  1936),  and  Parker 
T.  Moon,  Imperialism  and  World  Politics  (New  York,  Mac¬ 
millan,  1926),  chapter  XIX.  The  latter  volume  remains  a  valu¬ 
able  discussion  of  its  subject  and,  at  the  time  of  publication, 
provided  a  needed  corrective  to  popular  arguments  for  colonial 
fxpansion. 

a‘3*  The  Colonial  Problem  (London,  Oxford  University  Press, 
•937)>  p.  275.  (A  report  by  a  study  group  of  the  Royal  Insti¬ 
tute  of  International  Affairs.) 


Sometimes  it  is  suggested  that  the  percentage  of 
a  colony’s  exports  taken  by  the  metrojxilitan  coun¬ 
try  is  an  important  measure  of  the  profitability  of 
the  colonial  relationship.  But  here,  just  as  in  the 
case  of  colonial  imports,  investments  have  priority 
over  trade.  For  the  proportion  of  the  exfxirts  of  a 
colony  that  “goes  to  the  metropolitan  country  does 
not  necessarily  indicate  that  the  colony  is  propor¬ 
tionately  profitable  or  unprofitable  ....  profit  may 
be  derived  as  much  from  the  export  of  colonial  pro¬ 
duce  to  foreign  countries  as  to  the  metropolitan 
country.  For  example,  the  capital  invested  in  sugar 
in  Netherlands  India  is  Dutch,  and  hence  the 
profits  go  to  the  Netherlands,  but  virtually  none  of 
this  sugar  is  imported  and  retained  in  the  Nether¬ 
lands  itself.”’ 

(2)  That  Colonial  Trade  Is  Unimportant.  This 
statement  is  usually  supported  by  statistics  intended 
to  prove  that  the  trade  of  one  or  another  colony 
with  the  metropiolitan  country  forms  only  a  small 
part  of  the  latter’s  total  trade,  or  that  the  metro¬ 
politan  country  does  not  account  for  most  of  the 
trade  of  the  colony.  When  the  statistics  are  exam¬ 
ined,  however,  it  is  found  that  in  1938  a  colony 
like  India'’  was  the  third  largest  purchaser  of  Brit¬ 
ish  products  exported  from  the  United  Kingdom 
and  took  7.2  per  cent  of  the  total.^  English  business¬ 
men  certainly  have  not  regarded  the  diminution  of 
this  market  as  of  slight  concern,  especially  since  ex¬ 
ports  are  vitally  important  to  certain  .sectors  of  the 
national  economy.  The  mass  unemployment  in 
Lancashire  after  World  War  I,  when  the  Indian 
textile  market  for  British  goods  began  to  dry  up, 
indicates  this  plainly  enough.  Moreover,  in  the 
shrunken  economy  of  the  depression  and  post- 

4.  Figures  from  Nicholas  Kaldor  and  T.  Barna,  “Tlie  1943 
White  Paper  on  National  Income  and  Expenditure,"  The  Eco¬ 
nomic  Journal  (London),  June-September  1943,  p.  262.  The 
authors  do  not  name  the  Asiatic  territories  included  in  their 
estimate  of  225,000,000,  a  figure  which  seems  far  too  small 
(as  will  appear  from  statistics  given  in  the  course  of  this 
Report).  What  is  of  interest  here  is  the  comparison  of  returns 
from  Europe  and  Asia,  a  comparison  which  remains  valid,  since 
the  totals  for  investments  in  the  two  areas  were  derived  on  the 
basis  of  the  same  sources. 

5.  From  a  report  of  a  meeting  of  experts  at  Geneva,  February 
1937,  in  preparation  for  the  International  Studies  Conference 
of  1937.  Quoted  in  The  Colonial  Problem,  cited,  p.  294. 

6.  British  sources  generally  avoid  classifying  India  as  a  colony, 
placing  it  instead  in  a  special  category  between  the  colonies  and 
the  Dominions.  Yet  whatever  its  special  characteristics  (and 
every  territory  has  features  peculiar  to  itself),  India  is  a  coun¬ 
try  whose  political  organization  and  economic  development  are 
largely  under  foreign,  not  national,  control. 

7.  7.2  per  cent  may  seem  small  numerically,  but  it  represented 
approximately  $165,000,000.  Britain’s  foreign  trade — like  that 
of  the  other  powers — is  normally  divided  into  rather  small  per¬ 
centages  distributed  among  dozens  of  countries.  One-fourteenth 
of  British  exports  is  therefore  a  high  figure  for  any  single  pur¬ 
chaser  to  take.  U.S.  Department  of  Oimmerce,  Foreign  Com¬ 
merce  Yearbook,,  1939  (Washington,  D.C.,  1942),  pp.  139-40. 
India  is  discussed  at  length  on  pp.  297-99  below. 
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depression  years,  the  colonial  powers  looked  more 
and  more  to  trade  with  their  possessions,  for  in  the 
face  of  rising  trade  barriers  in  the  world  at  large 
any  market  that  could  be  controlled  assumed  new 
importance.  It  was  understood,  of  course,  that  even 
if  colonies  became  indepiendent,  trade  with  the 
former  metropolitan  country  might  continue.  The 
fear  was  that  it  might  be  less  than  before,  or  might 
even  vanish  entirely  if  enemy  nations  seized  these 
territories  and  used  them  as  bases  for  war. 

(i)  T hat  the  Owning  Country  Gains  Little  from 
Its  Colonies  that  It  Could  Not  Secure  if  T hey  W ere 
Independent  or  Controlled  by  Another  Power. 
To  the  points  just  made  it  is  worth  adding  that  on 
the  eve  of  World  War  II  there  was  hardly  an  im¬ 
portant  colony  in  Asia  in  which  the  ruling  power 
did  not  dominate  the  capital  market  or  account  for 
a  larger  share  of  imports  than  any  other  foreign  na¬ 
tion.  That  this  was  far  from  being  an  accident  is 
clear  when  one  considers  some  of  the  advantages  of 
the  metropolitan  citizen:  the  use  of  his  own  lan¬ 
guage  as  the  official  language  of  the  colony;  the  ex¬ 
istence  of  linked  currencies  (making  it  unnecessary 
to  secure  foreign  exchange) ;  the  reservation  of  gov¬ 
ernment  loans  for  home  investors;  and  the  pur¬ 
chase  of  stores  from  the  home  country  by  the  co¬ 
lonial  government.  Colonial  tariffs  also  have  had  a 
marked  effect  on  imports  and  are  sometimes  drawn 
in  such  a  way  as  to  encourage  the  use  of  home 
shipping.  Not  least  important,  colonial  administra¬ 
tions  are  usually  very  responsive  to  the  interests 
of  metropolitan  investors.  It  is  instructive  to  read 
of  the  complaints  of  Western  rubber  planters  in 
independent  Thailand  against  high  transport 
charges,  lack  of  roads,  and  an  8  per  cent  profits 
tax,  difficulties  not  faced  by  the  favored  planters  of 
colonial  Malaya.® 

(4)  That  Colonies  Confer  No  Important  Advan¬ 
tages  in  the  Purchase  of  Raw  Materials.  Two  argu¬ 
ments  are  frequently  presented  in  this  connection: 
(A)  The  chief  industrial  raw  materials — iron,  pe¬ 
troleum,  copper,  cotton,  wool — come  largelv  from 
independent  countries.  This  is  true,  but  the  fact 
remains  that  rubber  and  tin,  two  of  the  items  most 
needed  for  modern  industry,  have  been  chiefly  of 
colonial  origin  and  that  many  other  valuable  agri¬ 
cultural  products  and  minerals  are  obtained  from 
colonies.  (B)  Even  if  a  country  owns  colonies,  it 
still  must  pay  for  imports  from  them.  Unquestion- 
.ably,  but  the  production  of  raw  materials  will  then, 
to  a  far  greater  degree  than  before,  be  a  source  of 

8.  Helmut  G.  Callis,  Foreign  Capital  in  Southeast  Asia  (New 
York,  Institute  of  Pacific  Relations,  1942),  p.  65. 


profit  to  its  own  investors  rather  than  to  the  in-  ii 
vestors  of  another  country.  Moreover,  since  the 
colonies  will  lie  within  its  own  currency  sphere, 
there  will  be  no  problem  of  securing  foreign  ex¬ 
change.  This  was  especially  important  in  the  pre¬ 
war  years  when  bilateral  trade  was  on  the  increase. 

Both  arguments  also  overlook  the  strategic  value 
of  colonies.  With  the  possibility  of  war  a  major 
element  in  the  calculations  of  all  countries,  the 
possession  of  the  raw  materials,  cable  and  wireless 
centers,  refuelling  stations,  air  and  naval  bases,  and 
manpower  of  colonial  areas  can  be  a  factor  of  enor¬ 
mous  importance  for  victory  or  defeat.  This  is  in¬ 
dicated  by  the  part  that  the  colonial  empire  plays 
in  Britain’s  war  effort  today.  It  is  no  reflection  on 
the  strategic  value  of  colonies  that  when  they  are 
lost,  as  in  the  case  of  Malaya,  their  wartime  advan¬ 
tages  also  disappear.  Obviously,  if  a  colonial  power 
is  to  retain  its  world  position,  it  must  be  able  to 
defend  its  outposts. 

(5)  That  Colonies  Do  Not  Reduce  Population 

Pressure.  Statistics  show  that  colonies  do  not  at¬ 
tract  any  large  section  of  the  home  population,  but 
emigration  is  not  the  most  important  method  of 
reducing  population  pressure.  The  returns  on  co¬ 
lonial  trade  and  investment  help  to  keep  the  metro¬ 
politan  economy  running  and  in  this  way  con¬ 
tribute  to  the  employment  of  capital,  agriculture 
and  labor  at  home.  A  question  that  can  legitimately 
be  raised,  however,  is  whether  a  properly  function-  ^ 
ing  world  of  independent  nations  would  not  bring  ^ 
even  greater  employment  with  less  cost.  Here  the  ; 
whole  problem  of  the  price  of  readjustment  arises  1 
again.  I 

(6)  That  Colonies  Cost  More  than  They  Bring  ! 
in.  Of  course,  the  cost  of  conquering,  administering  1 
and  defending  colonial  empires  usually  far  exceeds  , 
the  financial  returns  to  the  general  population  of  j 
the  metropolitan  country.  But  this  argument  in  no 
way  proves  that  the  loss  of  colonies  could  be  borne 
without  difficulty;  and,  quite  unrealistically,  it  dis-  1 
misses  as  of  no  importance  the  benefits  derived 
from  colonies  by  home  investors  and  merchants,  as 
well  as  by  persons  holding  official  and  private 
colonial  posts.  That  these  groups  are  small  numer-  \ 
ically  is  no  measure  of  their  economic  and  political  1 
significance.  The  fact  is  that  the  possession  of  a  j 
colonial  empire  gives  a  decided  orientation  to  the  \ 
entire  economic,  political,  social  and  intellectual 
life  of  the  metropolitan  nation.  The  Western  colo¬ 
nial  powers  at  present  have  a  huge  stake  in  their 
empires — especially  in  colonial  Asia,  which  in 
population,  resources,  investment  and  trade  is  the 
major  part  of  the  colonial  world.  It  will  now  be 
our  task  to  examine  this  stake. 
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WESTERN  ECONOMIC  INTERESTS' 

WHAT  THE  INDIES  MEAN  TO  THE  NEITIERLANDS 

It  is  generally  agreed  that  the  East  Indies  offer 
the  most  striking  illustration  of  how  important  a 
colony  can  be  in  the  life  of  the  metropolitan  coun¬ 
try.  Some  years  ago  a  Dutch  newspaper  declared 
that  about  80,000  persons  were  directly  or  indirectly 
employed  in  home  industries  exporting  to  the  In¬ 
dies,  that  the  Netherlands  received  $160,000,000  in 
annual  profits  from  the  islands,  that  80,000  more 
persons  were  employed  in  consuming  these  profits, 
and  that  the  Indies  were  a  matter  of  livelihcxxl  for 
about  400,000  Netherlanders  altogether.'®  At  that 
time  the  population  of  the  home  country  was  less 
than  8,000,000.  It  was  not  surprising  if  a  student 
reached  the  conclusion  that,  “taking  things  as  they 
are,  there  can  be  little  doubt  that  the  ousting  of 
the  Dutch  from  the  Indies  today,  or  even  the  curb¬ 
ing  of  their  interests  on  a  large  scale,  would  con¬ 
stitute  a  crushing  blow  to  the  economic  life  of  the 
mother  country.”" 

The  Indies  constitute  an  extraordinarily  rich 
territory  of  perhaps  70,000,000  persons  who  fur¬ 
nished  cheap,  docile  lalxir  for  the  development  of  a 
fertile  soil  and  valuable  mineral  deposits.  In  1939 
the  islands  accounted  for  more  than  one-third  of 
world  exports  of  rubber,  over  one-sixth  of  tin,  nine- 
tenths  of  the  production  of  cinchona  bark  for  qui¬ 
nine,  and  significant  quantities  of  spices,  kapok, 
coconut  products,  sisal,  tea,  cane  sugar,  coffee, 
palm-oil  products,  petroleum  and  bauxite.'^  These 
resources  were  developed  largely  by  Dutch  capital 
and  Dutch  scientists.  It  is  estimated  that  in  1937  the 
Dutch  held  a  little  more  than  6^  per  cent  of  foreign 
business  investments  in  the  Indies  ($890,000,000 
out  of  approximately  $1,411,000,000),  and  perhaps 
80  per  cent  of  rentier  investments  (something  like 

9.  The  Indies,  Indo-C.hina,  the  Ehilippines,  Hong  Kong,  Ma¬ 
laya,  Burma,  and  India  arc  dealt  with  here.  For  reasons  of  space 
other  Western-held  colonies  have  been  omitted,  particularly 
since  their  inclusion  would  not  alter  the  general  picture. 

10.  The  Politicly  Uxonoviisch  Weekblad  of  May  7,  1930,  cited 
in  Amry  Vandenbosch,  The  Dutch  East  Indies:  Its  Government, 
ProNems  and  Politics  (Berkeley,  University  of  California  Press, 
1941),  p.  223.  A  decade  later  annual  returns  from  the  Indies 
to  the  Netherlands  were  estimated  at  319,280,000  florins 
($127,712,000  at  the  oflicial  exchange  rate  of  i  florin=$o.4o). 
The  dilTerence — apart  from  the  impossibility  of  making  accurate 
estimates — is  explained  by  the  clTccts  of  the  intervening  depres¬ 
sion.  Arthur  S.  Keller,  “Netherlands  India  as  a  Paying  Proposi¬ 
tion,”  Far  Eastern  Survey  (New  York),  January  17,  1940, 
p.  17.  For  an  over-all  discussion  of  profit  and  loss  in  the  Indies, 
see  Amry  Vandenbosch,  “The  Netherlands  Colonial  Balance 
Sheet,"  The  Southern  Economic  Journal  (Chapel  Hill,  N.  C.), 
January  1938,  pp.  328-38. 

It.  Keller,  “Netherlands  India  as  a  Paying  Proposition,”  cited, 

p.  II. 

12.  Ian  O.  M.  Brock,  Economic  Development  of  the  Nether¬ 
lands  Indies  (New  York,  Institute  of  Pacific  Relations,  1942), 
P-  30. 


$682,000,000  out  of  $852,500,000).  The  home  stake — 
combining  figures  for  both  types  of  investments — 
came  to  $1,572,000,000,  almost  70  per  cent  of  the 
grand  total."  This  supports  the  observation  that, 
“although  after  1900  the  Hollanders  relaxed  their 
formerly  complete  monopoly  of  all  the  business 
enterprise  in  the  islands  and  admitted  increasing 
amounts  of  foreign  capital,  they  never  opened  the 
doors  very  wide.  Always  the  Dutch  companies 
were  favored  in  concessions,  leases,  licenses,  and  the 
other  devices  of  control.”'"* 

The  Indies  were  of  considerable  importance  in 
Netherlands  foreign  trade.  During  the  four  year 
period  1936-39,  they  bought  over  9  per  cent  of 
Dutch  exports  and  supplied  more  than  7  per  cent 
of  Dutch  imports.  In  1939  they  were  the  metropol¬ 
itan  country’s  most  important  non-European  mar¬ 
ket  and,  after  the  United  States,  its  leading  non- 
European  supplier.  During  most  of  the  thirties 
Holland  was  the  largest  purchaser  of  Indies  ex¬ 
ports,  but  was  surpassed  by  the  United  States  in 
1939.'’  Moreover,  despite  its  limited  production, 
the  home  country  stood  first  in  Indies  imports  dur- 
ing  1938  and  1939,  after  seven  years  during  which 
Japan  had  held  the  lead.  A  system  of  import 
licen.ses  and  quotas,  introduced  in  the  Indies  in 
1934,  ^‘*d  helped  to  curb  Japan’s  trade  drive. 

One  factor  which  made  the  trade  of  the  Indies 
extremely  profitable  was  the  huge  excess  of  exports 
over  imports,  a  surplus  which  was  normally  much 
above  that  of  Hritish  India,  even  though  the  total 
trade  of  India  was  naturally  larger  than  that  of  the 
islands.  In  addition,  shipping  brought  in  returns: 
in  1928  46  per  cent  of  the  tonnage  of  all  steam  and 
motor  vessels  reaching  Indies  ports  from  abroad 
carried  the  Netherlands  or  Indies  flag;  in  1959  the 
figure  was  49  per  cent.'*’  With  regard  to  another 
fruitful  field,  employment  in  the  Indies,  one  writer 
remarks:  “The  most  lucrative  positions,  both  oJfi- 

13.  In  the  figures  given  above,  an  estimated  $150,000,000  of 
island-Chinese  capital,  which  is  recorded  as  Dutch,  has  been 
subtracted  from  the  total  Dutch  business  investment  as  given  by 
Uallis,  Foreign  Capital  in  Southeast  Asia,  cited,  jip.  34-36. 
Throughout  this  Rkport  estimates  of  foreign  investments  in 
colonial  Soutlicast  Asia  do  not  include  Chinese  investments. 
For  a  discussion  of  the  Chinese  stake,  see  page  304. 

For  a  summary  of  Callis’  findings — relating  not  only  to  the 
Indies,  but  to  many  of  the  other  areas  discussed  in  this  Report 
— see  the  same  author’s  article,  “Capital  Investment  in  South¬ 
eastern  Asia  and  the  Philippines,”  The  Annals  of  the  American 
Academy  of  Political  and  Social  Science  (Philadelphia),  March 
>943.  PP-  22-31- 

14.  Raymond  Kennedy,  The  Ageless  Indies  (New  York,  John 
Day,  1942),  p.  176- 

15.  Foreign  Commerce  Yearbook,  ttjjrj,  cited,  pp.  84,  282. 
Broek,  Economic  Development  of  the  Netherlands  Indies,  cited, 
pp.  89-90. 

16.  Brock,  Economic  Development  of  the  Netherlands  Indies, 
cited,  p.  68. 
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cial,  and  in  private  industry  ...  are  the  {perqui¬ 
sites  of  the  Netherlands  Dutchmen,  while  the  les¬ 
ser  jobs  in  general  go  to  the  mixed-blood  island 
Dutch.”*’  The  profits  received  from  the  various 
fields  of  colonial  activity  cost  the  Netherlands  very 
little  beyond  its  investment.  Two  rather  small  ad¬ 
vances  of  money  were  made  from  the  home  treas¬ 
ury  to  the  Indies  (one  in  1905,  the  other  in  1936), 
and  before  1940  the  mother  country  bore  between 
one-fifth  and  one-sixth  of  the  colonial  defense  costs, 
a  very  small  sum.  Otherwise  the  Indies  administra¬ 
tion  was  self-supporting. 

INDO-CHINA  IN  THE  FRENCH  EMPIRE 

Indo-China’s  importance  to  France  cannot  be 
compared  with  that  of  the  Indies  to  the  Nether¬ 
lands.  Yet  its  status  in  the  French  empire  was 
stressed  in  a  survey  written  not  many  years  after 
World  War  I  by  Albert  Sarraut,  then  Minister  of 
Colonies.  “Indo-China,”  he  asserted,  “is,  from  every 
point  of  view,  the  most  important,  the  most  de- 
velojpcd  and  the  most  prosperous  of  our  colonies.”*” 
Nothing  that  occurred  later  would  cast  doubt  on 
this  conclusion. 

In  1936  Indo-China,  with  its  23,000,000  persons, 
contained  more  than  one-third  the  population  of 
the  French  empire  and,  unlike  the  majority  of 
French  dc|pcndencies,  had  an  export  surplus  in  for¬ 
eign  trade.  Its  most  important  product  was  rice, 
which  made  up  some  40  per  cent  of  its  sales  abroad, 
but  it  also  produced  other  valuable  commodities, 
such  as  rubber  and  anthracite  coal.  In  1938  foreign 
business  investments  in  Indo-China  approximated 
$302,000,000,  and  rentier  investments,  $82,200,000. 
From  95  to  97  per  cent  of  the  former  were  French, 
and  the  latter  entirely  so.  Profits  on  foreign  busi¬ 
ness  investments  in  the  colony  are  estimated  to 
have  averaged  7  per  cent  between  1934  and  1937. 
The  official  policy  was  to  support  metropolitan  in¬ 
terests  wherever  possible,  through  subsidies,  boun¬ 
ties,  state  orders  and  tariff  arrangements.'^ 

During  the  three  years  1936-38,  France  accounted 
for  53.3  per  cent  of  Indo-China’s  imports  for 
consumption  and  49.7  per  cent  of  its  domestic 
exports.  In  the  same  period,  trade  with  Indo-China 
accounted  for  approximately  3  per  cent  of  French 
imports  and  exports.  The  large  share  of  the  metro¬ 
politan  country  in  the  colony’s  trade  resulted  from 

17.  Keller,  ‘‘Netherlands  India  as  a  Paying  Proposition,"  cited, 
p.  17. 

18.  Im  Mise  en  Valeur  des  Colonies  Franfoises  (Paris,  Payot, 
>923)>  P-  Sarraut  did  not  include  North  Africa  (Algeria, 
Tunisia  and  Morocco)  among  the  French  colonies. 

19.  The  French  Colonial  Empire  (London,  Royal  Institute  of 
International  Affairs,  1940),  Information  Department  Papers, 
No.  25,  pp.  36-37;  Callis,  Foreign  Capital  in  Southeast  Asia, 
cited,  pp.  80,  82-83,  ®5- 


a  policy  of  tariff  “assimilation”  under  which  free 
trade  existed  between  France  and  Indo-China  and 
the  latter,  with  some  exceptions,  levied  the  same 
protective  tariff  rates  on  foreign  goods  as  did 
France  itself.  Commercially,  this  was  equivalent  to 
enlarging  the  territory  of  the  metropolitan  coun¬ 
try,  for  it  meant  that  French  manufacturers  and 
distributors  were  almost  as  highly  favored  in  the 
colony  as  at  home.’® 

Indo-China  was  also  important  for  France’s  mil¬ 
itary  position.  In  World  War  I,  43,430  Indo- 
Chinese  served  as  combatants  in  Europe,  and  48,981 
as  workers.  The  colony  accounted  for  more  than 
half  the  loans  and  gifts  made  to  France  by  the  co¬ 
lonial  empire  (not  including  North  Africa),  and 
was  second  only  to  West  Africa  as  a  source  of 
French  wartime  supplies.’*  In  a  larger  sense  it 
served  for  well  over  half  a  century  as  France’s  only 
genuine  base  in  continental  East  Asia  (the  Kwang- 
chowwan  leasehold  in  South  China  and  even  the 
French  (Concession  in  Shanghai  could  not  compare 
with  it),  and  thereby  greatly  enhanced  France’s 
international  position. 

THE  PHILIPPINES  AND  THE  UNITED  STATES22 

The  United  States  possesses  colonies,  but  hardly 
a  colonial  empire,  for  its  holdings  are  few  and  play 
a  very  secondary  role  in  its  international  economic 
{X)sition.  This  situation,  it  need  hardly  be  said, 
is  the  product  of  historical  conditions,  not  of 
exceptional  American  rectitude.  Moreover,  the  sig¬ 
nificance  of  the  Philippine  Islands  to  this  country  , 
should  not  be  overlooked.  In  1935  the  American 
share  of  total  foreign  business  investments  of  $315,-  j 
000,000  was  estimated  at  $163,500,000.  The  inclu-  | 
sion  of  rentier  investments  would  raise  these  items  ' 
to  $376,000,000  and  about  $200,000,000,  respectively.  ^ 
The  latter  was  approximately  one-fourth  of  Amer¬ 
ican  investments  in  the  Far  East,  although  only  , 
slightly  more  than  one  per  cent  of  all  American 
foreign  investments.  The  chief  American  invest¬ 
ments  in  the  Philippines  were  in  mining,  public  1 
utilities,  sugar  centrals,  plantations  and  merchan-  '• 
dising.  I 

20.  Foreign  Commerce  Yearboo/^,  1939,  cited,  pp.  38-39,  260. 
Frank  A.  Haight,  A  History  of  French  Commercial  Policies  , 
(New  York,  Macmillan,  1941),  pp.  237-50. 

21.  The  French  Colonial  Empire,  cited,  p.  38;  Andrew  Roth,  , 
fapan  Stril^es  South  (New  York,  Institute  of  Pacific  Relations, 
1941),  p.  ii;  Sarraut,  La  Mise  en  Valeur  des  Colonies  Franfoises,  | 
cited,  pp.  46-47,  50. 

22.  Callis,  Foreign  Capital  in  Southeast  Asia,  cited,  p.  22.  Jo¬ 

seph  R.  Hayden,  The  Philippines:  A  Study  in  National  Devel¬ 
opment  (New  York,  Macmillan,  1942),  p.  789.  Facts  and  Figures 
About  the  Philippines  (Washington,  D.  C.,  Office  of  the  Resi¬ 
dent  Commissioner  of  the  Philippines,  1942),  p.  46.  Catherine  1 
Porter,  “The  Philippines  as  an  American  Investment,”  Far  ; 
Eastern  Survey,  September  25,  1940,  pp.  219-25.  U.S.  Department  ^ 

of  Commerce,  Statistical  Abstract  of  the  United  States,  194^  t 

(Washington,  D.C.,  1943),  pp.  562-65. 
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In  the  Philippines  the  same  type  of  tariff  ar¬ 
rangements  prevailed  as  in  Indo-China,  and  this  is 
reflected  in  the  trade  statistics.  During  the  decade 
ending  in  1937  the  islands  sold  between  three- 
quarters  and  seven-eighths  of  their  annual  exports 
to  the  United  States,  and  bought  from  it  between 
three-fifths  and  two-thirds  of  their  imports.  In 
1938  the  Philippines  accounted  for  4.8  per  cent  of 
all  United  States  imports  and  2.8  per  cent  of  ex¬ 
ports.  The  colony  was  the  second  largest  Far  East¬ 
ern  market  for  American  goods  (Japan  was  the 
first).  American  cotton  goods,  dairy  products, 
cigarettes,  canned  sardines,  wheat  flour,  toilet  prep¬ 
arations  and  automobile  tires  found  their  largest 
foreign  outlet  in  the  Philippines. 

No  discussion  of  these  islands  should  fail  to  men¬ 
tion  their  strategic  value  as  a  base  against  Japan, 
even  though  in  the  actual  test  of  battle  they  fell  to 
the  invader.  Nor  can  it  be  forgotten  that,  to  a 
certain  extent,  the  colony  served  as  a  steppingstone 
to  the  China  market — roughly  an  equivalent  of  the 
leaseholds  other  countries  held  on  Chinese  soil. 

HRI  l  AIN’S  EMPIRE  IN  EASTERN  ASIA 

HONG  KONG,  originally  Chinese  territory,  de¬ 
rived  its  importance  chiefly  from  its  favorable  lo¬ 
cation,  for  it  “lived,  to  a  very  large  extent,  within 
the  orbit  of  China’s  economy,  and  .  .  .  much  of 
the  money  invested  there  was  invested  for  that 
reason  and  earned  dividends  owing  to  that  fact.”^^ 
Perhaps  the  most  striking  illustration  of  this  point 
was  the  functioning  of  the  colony’s  chief  bank 
(the  head  office  of  the  Hong  Kong  and  Shanghai 
Hanking  Corporation)  as  “the  backbone  of  British 
financial  interests  in  China.”^'*  Hong  Kong’s  total 
area  was  only  391  square  miles  and  its  population 
less  than  850, (X)o,  but  in  1929  it  contained  an  esti¬ 
mated  British  business  investment  of  ^^18,455,300, 
as  compared  with  151,527,500  of  British  capital 
in  Shanghai  (population:  3,500,000)  and  27,979,- 
000  elsewhere  in  China.^’  These  figures  indicate 
the  degree  to  which  Britain’s  stake  in  China — as 
well  as  that  of  the  other  powers — rested  on  colonial 
and  semi-colonial  conditions,  for  it  must  be  borne 
in  mind  that  Shanghai,  with  its  International 

23.  E.  M.  Gull,  British  Economic  Interests  in  the  Ear  East 
(New  York,  Institute  of  Pacific  Relations,  1943),  p.  222. 

24.  Lennox  A.  Mills,  British  Rule  in  Eastern  Asia:  A  Study  of 
Contemporary  Government  and  Economic  Development  in 
British  Malaya  and  Hong  Kong  (Minneapolis,  University  of 
Minnesota  Press,  1942),  p.  450. 

25.  C.  F.  Remer,  Foreign  Investments  in  China  (New  York, 
Macmillan,  1933),  p.  395.  Professor  Remer  based  these  figures 
on  several  estimates  of  the  British  economic  stake  in  China. 
Hut,  not  convinced  of  the  correctness  of  the  distribution,  he 
offered  the  following  as  his  “own  guess";  Hong  Kong,  jCjs,- 
000,000;  Shanghai,  / 130,000,000;  the  rest  of  China,  {.lO,- 
000,000. 


Settlement  and  French  Concession,  was  really  a 
semi-colonial  area. 

Hong  Kong — the  only  deep-sea  harbor  between 
Shanghai  and  Indo-China  that  offered  safe  anchor¬ 
age  in  all  except  typhoon  weather — was  a  key  dis¬ 
tributing  and  processing  center  for  South  China 
imports  and  exports,  as  well  as  for  goods  passing 
between  the  Far  East  and  other  parts  of  the  world. 
Not  only  did  the  colony’s  docking,  storage  and  re¬ 
pair  facilities  bring  profits  to  many  British  firms, 
but  approximately  half  of  the  shipping  tonnage 
was  British.  At  the  same  time,  Hong  Kong— in 
view  of  its  location — was  of  considerable  strategic 
significance,  particularly  as  a  naval  advance  post 
of  Singapore. 

MALAYA,  the  richest  and  strategically  the  most 
important  of  Britain’s  tropical  possessions — because 
of  its  rubber  and  tin  resources  and  Singapore’s  posi¬ 
tion  as  a  commercial  and  military  crossroads — was 
an  impressive  refutation  of  the  thesis  that  a  col¬ 
ony’s  economic  value  to  the  owning  country  rests  ' 
chiefly  on  mutual  trade.  Malaya’s  average  imports 
from  the  United  Kingdom  during  the  three  years 
1937-39  were  some  16  per  cent  of  its  total  imports— 
more  than  it  received  from  any  other  independent 
country,  but  much  below  the  figure  of  approx¬ 
imately  30  per  cent  from  the  Netherlands  Indies. 

In  the  same  period  slightly  more  than  39  per  cent 
of  its  exports  went  to  the  United  States,  but  less  ) 
than  12  per  cent  to  the  United  Kingdom.^'’  Most 
of  the  imports  from  the  Indies,  however,  were  re-  j 
exported  after  being  processed  in  Singapore— for  1 
example,  Indies  tin  ore  was  a  source  of  high  profits  f 
to  Mdayan  smelters.  ‘ 

The  dollars  made  available  to  British  firms  [ 
through  American  purchases  of  Malayan  rubber 
and  tin  helped  Britain,  year  after  year,  to  buy  more 
from  the  United  States  and  South  America  than  : 
it  was  able  to  sell  in  these  areas.  In  effect,  the  for¬ 
eign  exchange  provided  by  the  colony’s  exports 
contributed  to  the  maintenance  of  the  British  j 
standard  of  living.  Clearly,  Malaya  was  among  the 
vital  parts  of  the  empire:  its  foreign  trade  per 
capita  was  one  of  the  highest  in  the  world;  its  rub¬ 
ber  and  tin — it  was  the  world’s  leading  exporter  of  ' 
both — gave  Britain  considerable  control  over  two  of  , 
the  crucial  raw  materials  of  modern  industry;  | 
and  its  island  center  at  Singapore  attracted  an  , 
enormous  amount  of  commercial  shipping,  in  addi¬ 
tion  to  forming  the  military  keystone  of  the  de¬ 
fenses  of  Southeast  Asia.^’ 

26.  Foreign  Commerce  yearbook^,  tgsg,  cited,  p.  276. 

27.  Michael  Greenberg,  “Malaya  —  Britain’s  Dollar  Arsenal.  1 
Amerasia  (New  York),  June  1941,  pp.  144-51.  “Britain’s  Bal- 
ance  Sheet:  II,’’  Fortune  (New  York),  December  1943.  P-  aaJ-  1 
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Foreign  business  investments  in  Malaya  in  1937 
(excluding  Chinese  capital)  are  estimated  to  have 
stood  at  $372,000,000  and  rentier  investments  at 
$82,500,000  —  high  figures  for  an  area  the  size  of 
North  Carolina  and  containing  something  like 
5,000,000  persons.  British  interests  dominated  every 
important  field  of  economic  activity  and  probably 
accounted  for  more  than  70  per  cent  of  business  in¬ 
vestments.  The  economic  value  of  British  sover¬ 
eignty  is  indicated  by  the  effect  of  officially  pro¬ 
moted  rubber  and  tin  regulation  plans  in  sustain¬ 
ing  prices  and  thereby  protecting  millions  of 
pounds  of  capital  invested  in  mines  and  planta¬ 
tions.  Nor  should  the  role  of  the  tariff  be  forgotten: 
in  the  thirties  drastic  import  quotas  helped  to  save 
the  cotton  piece-goods  market  for  British  manu¬ 
facturers  in  the  face  of  stiff  Japanese  competition.^® 

BURMA,  a  colony  of  16,000,000,  bordering  stra¬ 
tegically  on  India,  China,  Thailand,  Indo-China 
and  the  Indian  Ocean,  held  an  important  position 
in  the  defenses  of  Britain’s  Far  Eastern  empire.  Its 
chief  resources  were  rice,  petroleum  (the  only  sig¬ 
nificant  source  in  continental  Southeast  Asia),  teak- 
wood,  precious  stones  and  a  number  of  ores,  in¬ 
cluding  lead,  silver,  tungsten,  tin  and  nickel.  Total 
foreign  business  investments  in  Burma  were  esti¬ 
mated  at  $225,000,000  in  1939,  and  rentier  invest¬ 
ments  at  $8,000,000.  Of  the  former  sum,  90  per  cent 
or  more  was  British  or  British-controlled.  The  an¬ 
nual  transfer  of  commercial  profits  by  all  foreign 
companies  is  estimated  to  have  averaged  between 
$40,000,000  and  $48,000,000.  One  firm,  the  Burmah 
Oil  Company,  on  the  basis  of  interests  in  India, 
Iran,  Hungary,  Trinidad,  Burma,  and  other  areas, 
paid  an  average  dividend  of  21.8  per  cent  on  its 
ordinary  shares  between  1928  and  1938.  In  the  fis¬ 
cal  year  1937-38,  85  per  cent  of  Burma’s  exports 
went  to  the  British  Empire  (India,  51  per  cent; 
United  Kingdom,  14  per  cent;  and  other  parts, 
20  per  cent) ;  while  74  per  cent  of  its  imports  came 
from  the  empire  (India,  49  per  cent;  United  King¬ 
dom,  20  per  cent;  and  other  parts,  5  per  cent).^’ 

EMPIRE  IN  INDIA 

India  is  not  just  another  colony.  It  is  the  heart 
of  the  colonial  world,  for  it  is  the  largest,  most 
highly  populated  and,  in  total  returns,  the  most 
profitable  of  imperial  possessions.  Its  389,000,000 
persons  represent  more  than  three-quarters  of  the 

28.  Callis,  Foreign  Capital  in  Southeast  Asia,  cited,  pp.  52-56. 
G.  E.  Hubbard,  Eastern  Industrialization  and  Its  Effect  on  the 
West  (London,  Oxford  University  Press,  1938,  revised),  p.  20. 

29.  John  L.  Christian,  Modern  Burma:  A  Survey  of  Political 
and  Economic  Development  (Berkeley,  University  of  California 
Press,  1942),  pp.  139-42,  334.  Callis,  Foreign  Capital  in  South¬ 
east  Asia,  cited,  pp.  89,  90,  93-95,  io8. 


population  of  the  empire  and  about  nine-tenths  of 
its  colonial  population. 

INVESTMENTS.  In  January  1930  Mr.  C.  B. 
Sayer,  formerly  Secretary  of  the  Bombay  Chamber 
of  Commerce,  estimated  Britain’s  capital  invest¬ 
ments  in  India  at  573,000,000  at  a  minimum.  This 
figure  included  the  following:  government  sterling 
debt,  26 1, 000,000;  guaranteed  railway  debt, 

120,000,000;  5  per  cent  war  loan,  17,000,000;  in¬ 
vestments  in  companies  registered  in  India,  ;^75, 
000,000;  and  investments  in  companies  registered 
outside  India,  100,000,000.  But  he  remarked  that 
the  last  two  items  were  too  low,  and  that 
000,000  for  all  investments  “would  probably  not  be 
very  wide  of  the  mark.”  (In  effect,  he  was  raising 
his  estimate  for  companies  operating  in  India  from 

175,000,000  to  302,000,000.)  He  added  this  ob¬ 
servation:  “The  importance  of  our  financial  stake 
in  India  is  fully  recognised,  probably,  only  by  a 
limited  number  of  experts.  Most  people  have  no  real 
conception  of  either  its  magnitude  or  diversity.”^® 

At  approximately  the  same  time,  the  Manchester 
Guardian  Weef{ly^'^  accepted  a  far  higher  figure 
than  Mr.  Sayer ’s  top  estimate,  when  it  declared: 
“Great  Britain  finds  in  India  her  best  market,  and 
.  .  .  has  one  thousand  million  pounds  of  capital 
invested  there.”  And  in  1933  the  British  Associated 
Chambers  of  Commerce  in  India  also  calculated 
the  total  British  investment  at  ^1,000,000,000,  sub¬ 
divided  as  follows:  government  sterling  debt, 
^379,000,000;  companies  registered  outside  India 
and  operating  in  India,  500,000,000;  companies 
registered  in  India  and  miscellaneous  investments, 

121,000,000.^^  The  main  difference  between  this 
estimate  and  Mr.  Sayer’s,  it  should  be  noted,  lay 
in  the  total  assigned  to  companies  registered  out¬ 
side  India,  but  operating  there  and  elsewhere. 
Since  there  is  no  exact  way  to  determine  how  much 
of  the  capital  of  these  companies  is  devoted  to 
India  alone,  wide  variations  are  natural  on  the  part 
of  different  calculators. 

More  recently,  British  sources  have  given  much 
lower  estimates  than  those  mentioned  above.  But 
before  the  current  situation  is  discussed,  several 
points  should  be  noted.  First  of  all,  Britain  held 
and  continues  to  hold  the  preponderant  share  of 
foreign  investments  in  India,  probably  well  over  90 
per  cent  of  the  total.  In  1930,  for  example,  Amer- 

30.  Mr.  Saycr’s  estimate  in  the  Financial  Times  (London), 
January  9,  1930,  is  cited  in  James  Frederick  Green,  “India’s 
Struggle  for  Independence,”  Foreign  Policy  Reports,  June  i, 
1940,  p.  71;  and  R.  Palme  Dutt,  India  To-day  (London,  Gol- 
lancz,  1940),  p.  147. 

Investment  figures  for  India  in  the  early  thirties  include 
Burma,  which  became  a  separate  territory  on  April  i,  1937. 

31.  January  3,  1930. 

32.  Dutt,  loc.  cit. 
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ican  investments  in  that  country  amounted  to  only 
$39,000,000,  i.e.,  approximately  8,000,000  at  the 
exchange  rate  of  the  time,^^  Second,  India  account¬ 
ed  for  a  larger  portion  of  British  investments  in  the 
early  thirties  than  before  World  War  I.  In  Decem¬ 
ber  1930  India  and  Ceylon  (the  latter’s  share  was 
negligible)  held  14.5  per  cent  of  British  long-term 
overseas  investments,  as  compared  with  10  per  cent 
of  the  total  in  December  1913.^'^  If,  however,  the 
figure  of  1,000,000,000  is  accepted,  then  invest¬ 
ments  in  India  in  the  early  thirties  were  approxi¬ 
mately  one-fourth  of  total  British  world  invest¬ 
ments.  Third,  India  and  Ceylon  in  1930  held  a 
larger  share  of  British  overseas  investments  than 
any  other  area,  but  in  1913  were  exceeded  by 
Canada  and  Newfoundland  combined,  and  Aus¬ 
tralasia  (Australia  and  New  Zealand). 

Today  British  investments  in  India  are  consider¬ 
ably  lower  than  in  pre-war  years,  partly  because 
Burma  was  separated  from  India  in  1937,  but  chief¬ 
ly  because  well  over  ;^350,ooo,ooo  in  British-held 
sterling  obligations  of  the  Government  of  India 
have  been  repatriated,  mosdy  during  the  present 
conflict.  This  leaves,  according  to  British  sources, 
something  in  the  neighborhood  of  240,000,000, 
including  the  following:  municipal  and  port  trust 
loans,  15,000,000;  companies  registered  in  India, 
^[75,000,000;  companies  registered  elsewhere  but 
operating  in  India,  100,000,000;  and  other  trade 
interests,  j([ 50,000,000.^’  The  total  seems  far  too 
small  but,  in  the  absence  of  other  estimates,  may 
be  regarded  as  a  very  conservative,  rock-bottom 
calculation  of  London’s  capital  stake.  Even  this 
figure  amounts  to  the  by  no  means  negligible  sum 
of  approximately  $1,000,000,000  and  far  exceeds 
Britain’s  combined  investments  in  its  other  Asiatic 
colonies,  now  occupied  by  Japan. 

TRADE.  During  the  two  fiscal  years  1937-38  and 
1938-39,  India  bought  30.2  per  cent  of  its  imports 
from  the  United  Kingdom  and  an  additional  26.1 
per  cent  from  the  rest  of  the  empire.  In  the  same 
period,  33.5  per  cent  of  its  exports  went  to  the 
United  Kingdom  and  18.1  per  cent  to  other  parts  of 
the  empire.’*  Not  only  did  the  United  Kingdom  ex¬ 
ceed  the  combined  sales  of  its  three  major  com- 

^  V  The  Problem  of  International  Investment  (London,  Oxford 
University  Press,  1937),  p.  261. 

34.  Ibid.,  pp.  121,  142.  The  1930  percentage  arrived  at  by  this 
source  is  based  on  an  estimated  British  long-term  investment  of 
only  £  540,000,000  in  India  and  Ceylon. 

35.  Capital  (Calcutta),  April  i,  1943,  p.  395;  Andrew  ]. 
Crajdanzev,  “India’s  Wartime  Finances,”  Pacific  Affairs  (New 
York),  December  1943,  p.  435.  The  Manchester  Guardian 
Weekly,  January  7,  1943,  Roes  further  and  suggests  a  current 
total  investment  of  only  >([200,000,000. 

36.  C.alculated  from  statistics  in  Department  of  Commercial 
Intelligence  and  Statistics,  India,  Accounts  Relating  to  the  Sea¬ 
borne  Trade  and  Navigation  of  British  India  for  March  1939 
(Delhi,  Manager  of  Publications,  1939),  pp.  27-28. 


petitors,  Japan,  Germany  and  the  United  States,  ^ 

but  it  held  a  larger  share  of  India’s  imports  than  ^ 

of  total  imports  into  Malaya  or  Burma.  These  facts  ^ 
are  worth  emphasizing  in  view  of  frequent  asser-  ^ 
tions  that,  despite  its  political  control  in  India, 
Britain  has  lost  the  Indian  market.  This  is  defi-  ^ 

nitely  not  the  case,  although  it  is  true  that  Britain’s  ^ 

former  predominance  in  world  exports  to  India  (63  F 

per  cent  of  the  total  during  1909-14)  no  longer  ^ 

exists.  i 

Two  points  should  be  noted  here:  (i)  Britain  ^ 
began  to  lose  its  predominant  position  in  the  world  ' 
market  in  the  last  quarter  of  the  nineteenth  cen¬ 
tury,  but  the  decline  was  much  slower  in  India  * 

than  elsewhere.  (2)  United  Kingdom  sales  to  ' 

India  have  been  hit  hardest  in  cotton  piece-goods, 
because  of  the  rise  of  the  Indian  textile  industry 
and  the  appearance  of  stiff  competition  from  Jap¬ 
anese  mills.  The  situation  is  revealed  in  the  follow¬ 
ing  figures:  in  1913-14  97.1  per  cent  of  Indian  im¬ 
ports  of  piece-goods  (yards)  came  from  Britain  | 
and  0.3  per  cent  from  Japan;  in  1936-37  43.7  per  ' 
cent  from  Britain  and  54.6  per  cent  from  Japan.’^ 

There  is  no  question,  however,  that,  were  it  not 
for  Britain’s  control  over  the  Indian  tariff  and  In¬ 
dian  trade  agreements,  the  decline  in  British  sales 
would  have  been  far  greater.  It  is  frequently  as¬ 
serted  that  India  has  “fiscal  autonomy,’’  i.e.,  that  j 
the  United  Kingdom  does  not  interfere  with  tariff  i 
measures  agreed  upon  by  the  government  of  India  ' 
and  the  Indian  Legislature.  It  is  a  fact,  however,  | 
that  although  Indian  tariff  rates  were  raised  dur¬ 
ing  the  period  following  World  War  I,  “fiscal  au-  \ 

tonomy’’  is  nevertheless  quite  different  from  the  ; 

power  of  an  independent  country  to  fix  its  own  1 
tariff.  An  informed  British  observer,  for  example,  • 
cautiously  concedes  that  while  “fiscal  autonomy, 
as  defined,  is  real  .  .  .  the  political  and  constitu¬ 
tional  situation  inevitably  entails  the  Government 
of  India  giving  more  weight,  in  formulating  its 
proposals,  to  British  interests,  than  would  be  the  ■ 
case  if  India  had  fully  responsible  government.”’®  1 
PROFITS  AND  REMITTANCES.  Just  as  it  is  I 
incorrect  to  suggest  that  Britain  no  longer  holds  a  • 
preferred  position  in  the  Indian  market,  so  it  is  also  , 
inaccurate  to  contend  that  the  loss  of  its  monopoly 
position  is  of  no  significance  in  the  economy  of  the  ) 
United  Kingdom.  It  may  be  true  that  in  the  future  [ 
Britain  will  no  longer  be  able  to  look  to  India  as 
an  exceptionally  valuable  market  for  capital  and 
commodities,  but  far  from  being  a  matter  of  in- 

37.  Hubbard,  Eastern  Industrialization  and  Its  Effect  on  the  I 

West,  cited,  pp.  283,  306-307.  For  India's  purchases  from  the 
United  Kingdom  as  a  percentage  of  the  latter’s  total  exports,  j 
see  p.  291  above.  > 

38.  Ibid.,  p.  272.  1 
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'  difference,  this  would  be  a  symptom  of  the  relative 
decline  of  the  United  Kingdom  in  world  power. 

I  What  is  happening  is  not  that  Britain  is  finding 
India  unimportant,  but  that,  as  a  result  of  Indian 
i  nationalism  and  certain  international  factors,  In¬ 
dia  is  gradually  ceasing  to  perform  some  of  its  old 
economic  functions  for  the  home  country.  This 
pint  is  also  illustrated  by  the  fact  that  since  1939 
India  has  not  only  been  able  to  wipe  out  most  of 
its  sterling  debt  but,  as  a  result  of  war  expenditures 
owed  by  London,  has  actually  become  a  creditor  of 
Britain  to  the  tune  of  approximately  550,000,000.^^ 
The  altered  Indian-British  financial  relationship 
does  not  mean,  however,  that  India  is  no  longer  a 
colony,  for  the  situation  is  one  in  which  the  cred- 

iitor  is  under  the  political  control  of  the  debtor. 
Quite  possibly,  a  portion  of  the  sums  owed  to 
India  will  be  used  to  fund  part  or  all  of  what  are 
known  as  “home  charges” while  the  annual  in¬ 
terest  on  the  remainder  of  London’s  debt  to  New 
Delhi  may  be  paid  in  British  goods  under  a  long- 
;  term  trade  arrangement.  Such  a  solution  would 
I  unquestionably  involve  an  important  loss  in  returns 
I  from  India,  but  the  payment  of  interest  through  ex- 
j  prts  would  not  be  an  unmixed  evil  for  Britain 
i  if  the  effect  were  to  promote  British  commercial 
I  interests  in  India  after  the  war. 

)  Meanwhile,  despite  Britain’s  problems  in  India, 
'  the  latter  remains  a  significant  source  of  profit."* ‘ 

>  It  is  very  difficult  to  secure  estimates  of  the  total 

1  returns  but,  according  to  one  British  calculation, 

I  the  remaining  sterling  debt  of  ;^i2,250,ooo  brings 

in  ;^55o,ooo;  the  commercial  and  industrial  invest¬ 
ment  of  ^240,000,000  yields  16,500,000  (6%  per 
cent);  and  annual  pensions  amount  to  ;^5, 900,000. 

,  To  this  total  of  22,950,000  ($91,800,000)*^ — in  it- 
I  self  a  not  inconsiderable  sum — one  would  have  to 

I  add  the  remittances  of  Englishmen  now  employed 

39.  Howard  P.  Whidden,  Jr.,  “Britain’s  Post-War  Trade  and 
World  Economy,”  Foreign  Policy  Reports,  December  15,  1943, 
,  P-  255- 

j  40.  Home  charges  are  sterling  payments  made  to  London  by 
I  the  Government  of  India  for  such  items  as  interest  on  the  public 

I  debt,  furlough  allowances  and  India  Office  expenses.  Before  World 

War  I,  they  amounted  to  about  20,000,000  annually.  In  later 
years  they  rose  considerably,  averaging  about  jC  39,000,000  be¬ 
tween  1928  and  1937;  but  fell  sharply  with  the  repatriation 
I  of  the  Indian  sterling  debt  in  World  War  II  (current  figures 
I  on  home  charges  are  not  available).  See  Green,  “India’s  Struggle 
)  for  Independence,”  cited,  p.  71;  Vera  Anstey,  The  Economic 
I  Development  of  India  (New  York,  Longmans,  Green,  1936, 
I  third  edition),  p.  509. 

(4t.  For  a  general  statement  of  Britain’s  interests  in  India,  see 
Kate  L.  Mitchell,  India  Without  Fable  (New  York,  Knopf, 
•942),  pp.  63-66.  The  Indian  Government,  it  should  be  noted, 
is  self-sustaining  in  its  administration,  although  most  of  the 
British  companies  operating  in  India  are  registered  in  London 
I  and  therefore  pay  income  taxes  on  their  profits  to  the  British, 
not  the  Indian,  Treasury.  H.  N.  Braiisford,  Subject  India  (New 
j  York,  John  Day,  1943),  p.  187. 

t  42.  Indian  Affairs  (London),  May  25,  1943,  Economic  Supple¬ 
ment  p.  3. 


in  India  and  the  returns  on  trade  and  shipping  to 
reach  anything  approximating  a  complete  figure. 
There  is  every  reason,  therefore,  to  think  that  to¬ 
day,  as  before  the  war,  India  is  the  most  valuable 
of  the  world’s  colonies. 

STRATEGY.  This  is  especially  true  when  India’s 
wartime  significance  is  thrown  into  the  balance. 
Not  only  does  India  possess  unusual  strategic  im¬ 
portance  because  of  its  location,  but  its  manpower 
and  production  have  played  a  great  role  in  two 
world  wars.  During  1914-18  approximately  800,000 
troops  and  400,000  laborers  were  recruited  from 
India  on  a  voluntary  basis.  Many  of  these  men 
served  overseas.  The  Indian  government  contrib¬ 
uted  20,000,000  to  ;^30,ooo,ooo  annually  for  war 
purposes,  later  gave  the  British  government  a  gift 
of  100,000,000,  and  met  the  normal  charges,  such 
as  pay  and  allowances,  of  Indian  troops  beyond  its 
borders.  India  also  made  large  Red  Cross  con¬ 
tributions  and  helped  float  a  war  loan.*^  Indian 
production,  although  not  to  be  compared  with  that 
of  the  major  powers,  was  so  important  that  in  1919 
Lord  Chelmsford,  then  Viceroy,  declared:  “I  can 
hardly  imagine  what  we  would  have  done  if  the 
Tata  company  had  not  given  us  steel  for  Mesopo¬ 
tamia,  Egypt,  Palestine,  and  East  Africa.”"** 

In  World  War  II  India  has  perhaps  made  an 
even  more  decisive  contribution  to  Britain’s  war 
effort,  since  at  no  time  during  1914-18  did  the 
home  country  face  as  profound  a  crisis  as  that  of 
1940-42.  In  March  1943  Marshal  Wavell  declared 
that  the  Indian  Army  was  approaching  the  2,000,- 
000  mark — an  unprecedented  figure — and  that  near¬ 
ly  one-quarter  had  served  overseas.*’  It  is  not  un¬ 
likely  that,  before  the  war  is  over,  Indian  troops  in 
action  will  far  outnumber  those  who  saw  battle  a 
quarter  of  a  century  ago.  Nor  should  it  be  for¬ 
gotten  that  more  than  40,000  Indian  seamen,  form¬ 
ing  about  one-fourth  of  the  Merchant  Navy,  are  in 
the  British  Mercantile  Marine.*^  Even  more  im¬ 
portant  is  the  contribution  of  Indian  industry  for — 
despite  frequent  exaggeration  of  the  country’s  in¬ 
dustrial  development — there  is  no  doubt  that  In¬ 
dia’s  output  of  iron  and  steel,  and  hundreds  of 
articles  and  materials  of  wartime  use,  has  been  of 
considerable  significance.  These  supplies  will  prove 
of  great  value  as  the  war  against  Japan  moves  into 
high  gear. 

43.  Edward  Thompson  and  G.  T.  Garratt,  Rise  and  Fulfill¬ 
ment  of  British  Rule  in  India  (London,  Macmillan,  1934), 
p.  600. 

44.  Cited  in  John  L.  Keenan,  A  Steel  Man  in  India  (New 
York,  Duell,  Sloan  and  Pearce,  1943),  p.  25. 

45.  Indian  News  Letter  (New  Delhi,  mimeographed),  March 
18,  1943. 

46.  India  At  War  (New  York,  British  Information  Service, 
no  date),  p.  17. 
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FUTURE  OF  IMPERIAL  RULE 

WHAT  IS  AN  EMPIRE? 

Colonial  questions  are  sometimes  discussed  in 
such  a  way  as  to  suggest  that  an  empire  is  merely 
a  catalogue  of  possessions  from  which  any  single 
item  may  be  subtracted  without  disturbing  the  rest. 
Undoubtedly  the  retrocession  of  Hong  Kong  to 
China  would  not  in  itself  mean  the  loss  of  Burma, 
and  it  is  quite  possible  that  the  independence  of 
the  latter  might  precede  that  of  Malaya  by  a  con¬ 
siderable  period.  It  must  also  be  borne  in  mind  as 
a  general  principle  that  the  process  of  moving  to¬ 
ward  independence,  instead  of  following  any  pat 
formula,  will  vary  significantly  from  place  to  place 
in  accordance  with  local  and  international  condi¬ 
tions.  Yet  these  necessary  qualifications  do  not 
alter  the  fact  that  empires  are  well-integrated  eco¬ 
nomic  and  political  organisms  which  must  in  the 
long  run  react  in  all  their  parts  to  serious  blows 
directed  at  any  individual  section. 

This  is  suggested  by  the  unity  of  Britain’s  eco¬ 
nomic  interests  throughout  India  and  the  Far 
East.  Profits  from  investments  in  China  played 
some  part  in  the  early  development  of  the  Malayan 
rubber  industry  holdings  in  Malaya  and  Burma 
provided  a  partial  basis  for  large  British  invest¬ 
ments  in  the  neighboring  Netherlands  East  Indies 
and  independent  Thailand;  while  the  political  and 
economic  power  derived  from  the  possession  of 
India  acted  as  a  cementing  force  for  British  inter¬ 
ests  throughout  Asia.  Indeed,  India  is  the  key  to 
the  whole  situation,  not  only  because  of  the  British 
stake  there,  but  because  an  independent  India 
would  ultimately,  as  a  result  of  its  location,  popula¬ 
tion  and  resources,  become  a  greater  power  in  Asia 
than  any  outside  nation  could  hope  to  be. 

If  over  a  period  of  years  India  and  other  Asiatic 
areas  secure  independence,  this  does  not  mean  that 
British  investments  will  necessarily  be  touched.  But 
with  the  rise  of  competitive  industries  in  a  free 
India,  the  initiation  of  measures  to  protect  national 
trade  and  industry,  and  the  reservation  of  coastal 
shipping  for  Indian  craft,  the  immediate  returns  on 
Britain’s  old  investments  would  probably  fall,  even 
though  the  principal  might  he  unaffected."*® 

In  order  to  meet  new  conditions  of  this  type, 
industry  and  finance  at  home  would  have  to  make 
important  adjustments,  involving  many  f)olitical 
questions.  Psychologically,  a  number  of  thorny  is¬ 
sues  would  arise  for,  despite  “debunking”  of  col¬ 
onies  by  some  writers,  millions  of  persons  in  Britain 
regard  the  empire  with  pride  and  derive  from  it  a 

.47.  (Jull,  British  Economic  Interests  in  the  Far  East,  cited, 
pp.  82,  127. 

^8.  K.  M.  Panikkar,  The  Fnttirc  of  South-East  Asia  (New 
York,  Macmillan,  1943),  pp.  54-55. 


sense  of  national  stability.  However  gradual  the 
loss  of  colonies  might  be,  there  would  arise  a  ^ 
serious  problem  of  developing  a  constructive  ap- 
proach  to  the  changed  circumstances. 

i  tl 

WILL  ASIA  EVER  BE  THE  SAME?  \  „ 

The  situation  is  further  complicated  because  the  d 
colonies  of  Asia — especially  those  now  under  Jap-  si 
anese  occupation — are  likely  to  be  far  less  profitable  t! 
after  Japan’s  defeat  than  they  were  before  Pearl  n 
Harbor.  Not  only  were  economic  facilities  de-  o 
stroyed  by  the  United  Nations  in  their  withdrawal,  a 
but  the  Japanese  may  well  execute  even  more  thor-  i 
ough  destruction  before  they  are  expelled.  Warfare  t 
itself  will  further  damage  the  territories,  apart  from  t 
the  deterioration  that  is  probably  taking  place  un-  t 
der  Japanese  control,  owing  to  Tokyo’s  technical 
inability  to  keep  the  whole  enormous  economic  t 
network  running  as  before.  Japan’s  emphasis  on  i  : 
ftx)d  production  and  local  self-sufficiency  in  South-  1  i 
east  Asia,  with  the  object  of  reducing  the  demands  1  i 
on  its  shipping,  may  also  have  some  effect  in  orient-  i 
ing  the  local  populations  away  from  the  economy 
of  plantation  agriculture. 

Moreover,  future  markets  for  the  products  of 
Southeast  Asia  are  uncertain  because  of  the  war¬ 
time  development  of  synthetic,  and  alternative, 
sources  of  supply.  Should  the  United  States,  for 
military  or  economic  reasons,  or  both,  depend  large¬ 
ly  on  its  own  synthetic  rubber  after  the  war,  Ma-  ) 
laya,  under  the  old  colonial  economy,  can  hardly  be 
more  than  a  shell  of  what  it  once  was.  And,  even  ! 
if  Asiatic  rubber  retains  its  position  in  the  Amer¬ 
ican  market,  plantation  profits  may  be  limited,  be¬ 
cause  too  great  a  rise  in  prices  would  lead  to  com¬ 
petition  from  the  synthetic  product.  Beyond  this,  ^ 
there  is  at  least  the  possibility  that  synthetic  rubber  , 
may  ultimately  be  produced  at  so  low  a  cost  as  to 
compete  with  natural  rubber  in  foreign  markets.*’  I 
The  tin  situation  is  not  inherently  as  serious  as  the 
rubber  problem,  but  here  also  factors  such  as  the  i 
development  of  Bolivian  and  African  production 
and  of  United  States  smelting^®  represent  a  danger 
to  the  profitability  of  Malaya,  the  Indies  and  other 
Far  Eastern  areas.  In  view  of  all  these  circum¬ 
stances,  it  seems  very  doubtful  that  Asia  can  ever 
resume  its  past  colonial  role  in  Western  economy, 
even  though  it  may  experience  a  partial  recovery. 

The  problem  will  be  accentuated  by  the  rise  of  ) 
colonial  nationalism.  In  India,  with  its  powerful 
nationalist  movement,  there  has  been  a  violent  ' 
reaction  to  the  vast  changes  that  have  taken  place 

49.  Sec  report  of  speech  by  Federal  Rubber  Director  Dewey,  I 

New  Yorh  Times,  December  9,  1943.  j 

50.  Economist  (London),  November  22,  1941,  p.  637;  No-  , 

vember  29,  1941,  p.  664.  1 
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!in  China  and  other  Asiatic  areas  in  recent  years. 
No  one  knows  how  Japanese  occupation  is  affect¬ 
ing  the  peoples  of  Southeast  Asia,  but  one  thing 
is  certain:  it  can  hardly  leave  them  as  docile  as 
they  were  before  Pearl  Harbor  for,  even  if  they 
welcome  the  end  of  Japanese  rule,  the  total  psy¬ 
chological  effect  of  the  war  will  be  extremely  un¬ 
settling.  Indeed,  it  may  be  assumed  that,  al¬ 
though  millions  of  people  in  this  region  still  have 
to  take  the  first  step  up  the  political  ladder,  while 
others  are  as  yet  on  the  lower  rungs,  Japanese  prop¬ 
aganda  against  Western  control  will  have  a  last¬ 
ing  influence,  since  it  reinforces  trends  that  existed 

I  before  Pearl  Harbor.  Especially  strong  manifesta¬ 
tions  are  possible  in  an  area  like  Burma,  where  na¬ 
tionalism  was  an  influential  force  before  the  war. 

These  conditions  will  create  serious  obstacles  to 
the  reconstruction  or  further  development  of  India 
and  Eastern  Asia  on  the  old  colonial  basis,  for  trade 
and  investment  can  hardly  flourish  in  areas  of  great 
risk.  The  grave  dilemma  that  may  therefore  arise 
;  can  be  summed  up  in  a  question:  What  will  it  be 
worth  to  the  metropolitan  countries  to  “hold  their 
own”  if  what  they  hold  tends  to  grow  less  valuable, 
as  well  as  more  difficult  to  retain? 

DEVELOPING  A  TWENTIETH  CENTURY  MARKET 

The  colonial  market  has  undergone  many 
^  changes  over  a  period  of  centuries.  From  the  dawn 
of  modern  exploration  in  the  fifteenth  century  un¬ 
til  the  latter  part  of  the  nineteenth  century,  colonies 
i  offered  trade  and  treasure,  and  in  some  cases  homes 
f  for  European  settlers.  By  1870,  however,  not  only 
I  had  most  of  the  areas  of  genuine  settlement  be- 
i  come  independent,  but  the  existing  development  of 
I  the  remaining  possessions  proved  inadequate  to 
j'  meet  the  financial,  commercial  and  raw  material 
needs  of  an  industrializing  Western  world.  A  new 
j  colonial  market  was  gradually  created — one  ori- 
1  ented  more  clearly  toward  the  production  of  key 
I  raw  materials  for  modern  industry  and  able  to 
absorb  capital  as  well  as  consumers’  goods.  The 
great  powers  extended  their  empires  and  pene¬ 
trated  them  much  more  thoroughly  than  before, 
building  railways  and  highways,  opening  new 
mines,  expanding  the  plantation  system  of  agri¬ 
culture,  and  inevitably  developing  firmer  political 
control.  Tcxlay,  less  than  a  century  later,  this  second 
,  colonial  market  is  moving  toward  the  end  of  its 

j  possibilities,  and  a  third  world  market  is  needed. 

I  Development  of  the  home  market  of  the  existing 
!  independent  nations  may  offer  a  major  part  of  the 
I  solution,  but  a  simultaneous  growth  of  purchasing 
I  power  in  the  present  colonies  is  also  needed.’* 

5>-  Sec  Kurt  R.  M.ittiisch,  “Britain  Without  India,”  Amerasia, 
I  April  25,  ,943. 


Despite  the  richness  of  past  returns,  colonial  de¬ 
velopment  has  so  far  involved  little  more  than  a 
skimming  of  the  cream.  The  principal  wealth  of 
the  “gorgeous  East”  lies  not  in  its  raw  materials 
as  such  but  in  its  vast  populations,  which  are 
capable  of  furnishing  unprecedented  opportunities 
for  investment  and  trade  provided  that  standards 
of  living  are  raised.  But  this  long-term  objective  can 
be  achieved  only  if  the  colonies  diversify  and  mod¬ 
ernize  their  agriculture  and,  to  the  extent  that  na¬ 
tural  conditions  permit,  advance  along  the  road  of 
industrialization.  Their  present  economies,  far 
from  being  balanced,  consist  of  a  one-sided  surface 
modernization — designed  to  meet  Western  de¬ 
mands — imposed  on  top  of  a  centuries-old,  poverty- 
stricken  peasant  life.  It  is  true  that  some  steps  in  a 
new  direction  have  been  taken,  but  the  pace  must 
be  markedly  accelerated  if  genuine  benefits  are  to 
be  derived  either  by  the  colonial  peoples  or  the 
world  at  large. 

One  of  the  facts  to  be  recognized  is  that  the  co¬ 
lonial  market  can  enter  a  new  phase  of  develop¬ 
ment  only  by  ceasing  to  be  colonial,  for  to  the  ex¬ 
tent  that  the  metropolitan  countries  promote  de¬ 
sirable  economic  changes,  they  will  also  be  en¬ 
couraging  the  growth  of  national  consciousness.  In 
the  West  the  rise  of  industry  and  the  modernization 
of  agriculture  have  been  intertwined  with  the  de¬ 
velopment  of  national  states,  and  it  seems  probable 
that  these  factors  will  likewise  be  a  part  of  a  single 
process  in  the  East.  Can  one  imagine,  for  example, 
a  highly  industrialized  India — perhaps  one  of  the 
great  industrial  powers — which  would  not  also  be 
independent?  Or  any  government  other  than  a 
national  one  that  could  undertake  the  full  task  of 
uprooting  outmoded  agricultural  and  social  con¬ 
ditions  in  India,  the  Indies  and  elsewhere? 

This  is  not  to  say  that  the  freeing  of  colonies, 
after  preparation  for  independence,  means  the  au¬ 
tomatic  rise  of  new  markets  for  the  West.  Much 
depends  on  the  manner  in  which  independence  is 
achieved.  If  the  process  is  a  tortured  one,  involving 
the  violent,  abrupt  expulsion  of  the  metropolitan 
countries,  the  course  of  independence  is  likely  to 
be  embittered,  with  the  former  owners  losing  most 
of  their  holdings  and  obtaining  little  in  return. 
At  the  same  time,  the  newly  independent  nations 
would  be  deprived  of  some  of  the  advantages  of 
foreign  advice  and  aid  in  their  further  develop¬ 
ment,  for  there  is  no  denying  the  fact  that  past  in¬ 
vestments  of  outside  capital  and  knowledge  have 
been  of  value  to  the  colonies  in  many  ways  and  that 
future  investments  can  be  even  more  fruitful  for 
the  world  at  large.  An  economic  partnership  of 
West  and  East  is  clearly  to  the  advantage  of  all 
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concerned,  but  it  cannot  long  continue  on  the 
liasis  of  the  inferiority  of  one  of  the  parties.  What 
would  be  most  desirable  is  a  gradual  transition, 
worked  out  in  sincere  cooperation  by  both  sides. 
Hut  the  word  “gradual”  applies  more  properly  to 
method  than  to  time,  for  it  is  possible  to  have  a 
truly  gradual  transition  to  independence  in  fifteen 
years — if  the  entire  period  is  spent  in  constant 
preparation — and  a  sharp  transition  in  fifty,  if 
forty-nine  years  are  devoted  to  holding  on  and  the 
last  one  involves  a  break.’^ 

It  is  desirable  to  stress  the  suggestion  in  the  pre¬ 
ceding  paragraph  that  the  end  of  empire  will  not 
necessarily  mean  the  end  of  especially  close  rela¬ 
tions  between  the  former  metropolitan  countries 
and  the  former  colonies.  For  example,  in  view  of 
the  long  history  of  intimate  economic,  political  and 
cultural  contacts  between  Britain  and  India,  in 
which  British  institutions  have  had  a  very  power¬ 
ful  influence  on  Indian  life,  it  would  not  be  sur¬ 
prising  to  find  a  free  India  associating  more  closely 
with  Britain  than  with  most  other  countries,  pro- 
vided  that  the  colonial  tie  is  cut  by  agreement  ra¬ 
ther  than  by  the  sword.  In  many  respects  this 
would  appear  to  l>e  even  more  true  of  the  Indies 
and  the  Netherlands,  since  Indonesian  nationalism 
is  in  an  earlier  stage  of  development  than  that  of 
India.  The  crucial  question  throughout  Asia  is 
whether  the  process  of  securing  independence  will 
be  so  violent  as  to  leave  behind  a  legacy  of  hatred 
and  distrust  that  will  prevent  a  close  relationship 
from  actually  being  achieved.  There  is  no  doubt, 
especially  with  regard  to  India,  that  a  sizable  in¬ 
heritance  of  this  sort  already  exists  and  has  been 
augmented  during  the  present  war. 

Throughout  this  Report  many  references  have 
been  made  to  colonial  “independence,”  but  none 
to  the  less  definite  terms,  “self-government,”  “au¬ 
tonomy,”  or  “Dominion  status.”  The  reason  is  not 
that  it  is  considered  absolutely  impossible  for  new 
British  Dominions  to  arise  in  Asia,  or  for  the 
Dutch  and  French  colonies  to  achieve  self-govern¬ 
ment  within  the  framework  of  empire,  but  that 
such  an  outcome  cannot  be  imposed  on  a  colony. 
The  Dominions  are,  in  fact,  independent  nations 
which  have  remained  within  the  British  Empire 
because  of  historical  circumstances,  advantages  to 
be  gained,  and  their  own  choice.  Similarly,  if  India 
— to  take  one  example — is  to  become  a  Dominion 
or  something  akin  to  one,  it  can  only  be  the  result 
of  India’s  wishing  to  exercise  its  independence  in 

52.  Economist,  September  4,  1943,  P-  32 points  out  the 
necessity  of  rapid  development  toward  self-rule,  “if  only  because 
otherwise  the  demand  for  iiolitical  freedom  may  jjather  such 
force  that  it  has  to  be  granted  before  the  educational  and  eco¬ 
nomic  basis  for  it  is  established." 
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this  manner,  for  genuine  Dominion  status  is  a 
form  of  independence,  not  an  alternative  to  it.  | 

This  is  apparent  from  the  Cripps  proposals  of  , 
1942  which,  whatever  their  merits  or  defects,  were 
consistent  within  themselves  in  that  they  combined 
an  offer  of  Dominion  status  to  India  with  the 
declaration  that  Britain  would  “not  impose  any 
restriction  on  the  power  of  the  Indian  Union  to 
decide  in  the  future  its  relationship  to  the  other 
Member  States  of  the  British  Commonwealth.”’’  [ 
It  is  also  clear  from  the  example  of  Eire,  which  re-  \ 
fuses  to  consider  itself  a  Dominion  and  has  in-  j 
sisted  on  going  its  own  way.  Plainly,  the  situation  ! 
will  be  much  more  difficult  in  Britain’s  Asiatic  ! 
colonies  which,  unlike  Eire,  belong  to  a  different 
historical  civilization  from  that  of  the  United  ) 
Kingdom. 

Whether,  in  the  light  of  these  facts,  Asiatic  col-  | 
onies  are  likely  to  accept  the  Dominion  form  of 
independence  is  open  to  question.  To  the  extent  \ 
that  the  fxissibility  exist.s,  its  realization  would  J 
seem  to  depend  on  the  rapidity  with  which  the  I 
metropolitan  countries  move  in  the  direction  of 
indcj^endence  for  their  possessions.  Dominion 
status — or  even  a  close  relationship  with  colonies 
that  have  left  the  empire — is  inseparable  from  I 
mutual  confidence. 

This  is  especially  to  the  point  because  of  the 
seeming  inevitability  of  independence  in  the  years  j 
ahead.  Indeed,  the  main  question  in  the  next  half-  > 
century  may  not  be  “Should  colonies  become  inde¬ 
pendent.^”  but  “How  will  the  rest  of  the  world 
adjust  itself  to  the  rise  of  these  new  nations?”  The 
issue  was  put  very  clearly  some  years  ago  by  an  i 
English  economist  who  declared,  with  specific  refer-  * 
cnce  to  Asia’s  industrialization,  that,  “difficult  as  ^ 
the  problems  of  adjustment  may  be,  they  remain 
subsidiary,  not  in  the  sense  that  solutions  are  easy 
to  find,  but  in  the  sense  that  they  flow  from  an  j 
historical  process  which  cannot  be  resisted,  and 
which  ought  not  to  be  resisted.’”'*  This  does  not  1 
mean  that  the  attainment  of  independence  will  be 
simple.  Nor  will  the  practice  of  independence  be 
easy,  in  view  of  the  far-reaching  changes  that  mod¬ 
ernization  and  self-rule  will  entail.  But  this,  after 
all,  is  what  genuine  self-government  means:  that 
a  nation  faces  its  own  problems,  paying  for  its 
mistakes  and  benefiting  from  its  successes. 

ASIA’S  COLONIES  AND  THE  UNITED  NAIIONS 

Although  Britain,  France  and  the  Netherlands 
account  for  the  greater  part  of  the  Western  eco- 

53.  R.  Coupland,  The  Cripps  Mission  (New  York,  Oxford 
University  Press,  1942),  p.  44. 

54.  T.  E.  Gregory  in  Hubbard,  Eastern  Industrialization  and 
Its  Effect  on  the  West,  cited,  p.  377. 
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nomic  stake  in  colonial  Asia,  the  other  United 
Nations  (both  in  the  West  and  East)  also  have  a 
deep  interest  in  what  happens  there.  This  is  most 
obvious  in  a  military  sense,  but  an  equally  intense 
interest  will  exist  when  the  war  is  over.  Undoubt¬ 
edly  the  various  United  Nations  approach  the  prob¬ 
lems  of  colonial  Asia  from  widely  different  points 
of  view,  but  there  are  certain  common  elements 
that  offer  a  possible  basis  for  agreement.  This 
Report  has  suggested,  for  example,  that  it  is  to  the 
long-term  advantage  of  all  countries  to  accept 
colonial  nationalism  as  a  fact  and  to  encourage  its 
further  development  along  progressive  lines.  No 
one  can  say  whether  such  an  attitude  will  actually 
prevail  as  a  general  United  Nations  policy,  but  it 
could  provide  a  foundation  for  the  growth  of  new 
markets  over  the  coming  decades.  At  the  same 
time,  a  more  powerful  Asia  ctxiperating  with  other 
nations  for  peace  might  furnish  a  safeguard  against 
the  resurgence  of  Japanese  militarism.'^  Moreover, 
within  the  framework  of  a  more  prosperous  Far 
East,  the  problem  of  Japan’s  transformation  into 
a  peaceful  country  would  become  easier. 

The  pacific  adjustment  of  colonial  issues  is  also 
important  for  the  future  stability  of  the  United 
Nations.  Hitter  differences  between  China  and 
Britain  over  Hong  Kong,  or  sharp  economic  and 
political  conflict  between  the  United  States  and  the 
existing  colonial  powers  in  Asia,  would  place  a 
grave  strain  on  the  international  relationships  cre¬ 
ated  at  such  great  cost  during  the  present  war. 
We  have  been  accustomed  to  think  of  colonies  as 
areas  of  friction  between  local  populations  and 
metropolitan  governments.  But  they  are  also  fruit¬ 
ful  sources  of  disagreement  among  the  powers 
themselves.  It  can  hardly  be  denied — to  cite  but  one 
instance — that  the  unresolved  conflict  in  India  has 
created  problems  in  Anglo-American  relations, 
even  though  the  United  States  government  has 
sought  to  avoid  raising  the  issue. 

The  degree  to  which  friction  can  be  reduced  or 

55-  See  Lawrence  K.  Rosinger,  “What  Future  for  Japan?” 
Foreign  Policy  Reports,  September  i,  1943,  p.  142. 


resolved  by  peaceful  means  will  depend,  in  part,  on 
the  strengthening  of  international  cooperation  in 
other  areas  of  the  world  and  on  other  issues,  so 
that  a  situation  conducive  to  United  Nations  agree¬ 
ment  in  Asia  may  be  created.  It  must  also  be  rec¬ 
ognized  that  the  United  States  bears  a  particular 
responsibility  in  this  connection,  for  it  will  be  in  a 
very  strong  position  to  compote  with  the  existing 
colonial  powers  in  world  markets.  This  country 
undoubtedly  has  a  genuine  interest  in  the  removal 
of  monopolistic  trade  and  investment  practices  in 
foreign  areas,  including  colonial  Asia.  But  it  also 
has  the  responsibility,  in  seeking  these  objectives, 
of  not  using  its  formidable  power  at  home  and 
abroad  in  such  a  way  as  to  cripple  its  competitors. 
An  American  drive  to  dispossess  the  present  metro¬ 
politan  countries,  whether  opjenly  or  subtly,  might 
have  the  effect  of  leading  them  to  hold  on  to  their 
px)ssessions  for  dear  life.'^ 

What  is  required  on  the  part  of  the  United 
States  is  a  sympathetic  approach  to  the  post-war 
economic  problems  of  the  colonial  powers,  so  that 
they  may  have  a  feasible  alternative  to  the  present 
colonial  system.  No  formula  is  offered  here,  but  it 
is  apparent  that  agreements  on  tariffs,  the  interna¬ 
tional  investment  of  capital  and  the  development 
of  foreign  markets  will  all  be  essential  ingredients 
of  cooperation.  This  is  perhaps  simply  another  way 
of  saying  that  in  a  contracting  world  economy — 
an  economy  of  deepvseated  conflict  and  potential 
war — every  power,  for  reasons  of  profit,  strategy, 
prestige  and  fear,  will  seek  to  hold  what  it  has. 
Many  colonies  would  nevertheless  achieve  indepen¬ 
dence,  but  the  process  would  be  the  age-old  one  of 
violence  and  bloodshed.  Only  in  an  expanding 
world  economy  is  it  possible  that  the  metropxjlitan 
governments  will  feel  free  to  abandon  outmoded 
colonial  arrangements,  with  confidence  that  they 
can  make  the  adjustments  such  a  course  of  action 
would  entail. 

56.  For  an  analysis  of  issues  facing  the  United  States  in  the 
Orient,  see  Albert  Viton,  American  Empire  in  Asia'!’  (New  York, 
John  Day,  1943). 
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Chinese  Economic  Interests  in  Southeast  Asia 

By  Ona  K.  D.  Ringwood  and  Lawrence  K.  Rosinger 


It  is  not  widely  realized  that  alongside  the 
Western  economic  stake  in  Southeast  Asia  there 
exists  a  very  important  Chinese  interest  in  trade, 
investment  and  labor.  In  the  years  before  the  Pa¬ 
cific  War  Chinese  capital  was  estimated  very 
roughly  at  $200,000,000  in  Malaya,  $150,000,000  in 
the  Indies,  $100,000,000  in  the  Philippines,  $100,- 
000,000  in  Thailand,  $80,000,000  in  Indo-China  and 
$14,000,000  in  Burma.  The  grand  total  of  nearly 
$650,000,000  (almost  all  of  which  was  in  business, 
not  rentier  investments)  was  not  much  less  than 
one-fourth  of  the  business  investments  made  in 
these  territories  by  citizens  of  other  foreign  coun¬ 
tries.  In  Malaya  and  the  Philippines  Chinese  in¬ 
vestments  were  a  good  second  to  those  of  metropol¬ 
itan  interests,  while  in  Thailand  they  probably  ex¬ 
ceeded  the  business  investments  of  all  other  for¬ 
eigners  combined.* 

This  Chinese  stake  was  quite  different  from  that 
of  the  Western  countries,  for  it  belonged  to  fam¬ 
ilies,  not  business  corporations,  and  was  the  prop¬ 
erty  of  temporary  or  permanent  Chinese  residents 
in  Southeast  Asia,  rather  than  of  absentee  owners. 
Estimates  of  the  number  of  Chinese  in  this  region 
vary  from  an  American  suggestion  of  4,500,000, 
plus  additional  millions  who  are  part  Chinese,  to 
an  official  Chungking  figure  of  almost  7,000,000. 
Emigration  from  China  to  Southeast  Asia  dates 
back  at  least  a  millenium  and  a  half,  and  there 
are  many  early  Chinese  references  to  trade  with 
the  South  Seas.  But  it  was  toward  the  end  of 
the  nineteenth  century  that  large-scale  emigration 
for  the  purpose  of  settlement  began  to  take  place. 
The  results  have  been  most  striking  in  Malaya 
where,  in  1941,  Chinese  formed  39  per  cent  of  the 
total  population  and  almost  three-quarters  of  the 
population  of  Singapore.  Elsewhere  the  percentage 
of  Chinese  was  far  lower,  but  they  were  more  nu¬ 
merous  than  other  foreign  groups. 

Standing  between  the  great  Western  enterprises 
and  the  predominantly  agricultural  local  popula¬ 
tion,  the  Chinese  performed  the  functions  of  a 
middle  class.  It  was  they  who  were  the  region’s 
retail  merchants,  money  lenders,  and  small  proces¬ 
sors  and  distributors.  They  played  an  important 
part  in  the  trade  in  rice  and  fish  (the  chief  foo<ls 
of  Southeast  Asia) ;  they  were  deeply  interested  in 
rubber  and  tin;  and  they  helped  to  produce, 
process  and  exjwrt  a  host  of  other  commodities, 
including  sugar,  pepper  and  pineapples.  Large 

1.  Helmut  (1.  Callis,  “Capital  Investment  in  Southeastern 
Asia  and  the  Philippines,”  The  Annals  of  the  American 
Academy  of  Political  and  Social  Science  (Philadelphia),  March 
•943.  PP-  29-30- 


numbers  of  Chinese  were  also  laborers  in  mines 
and  on  plantations.^ 

Because  of  their  powerful  economic  position,  the 
overseas  Chinese  were  of  considerable  significance 
in  Chinese  life.  Every  year  they  remitted  many 
millions  of  dollars  to  their  families  in  China.  In 
the  four  years  1937-40,  Chinese  in  Southeast  Asia 
and  elsewhere  overseas  are  said  to  have  sent  home 
not  less  than  $2,000,000,000  in  Chinese  currency, 
probably  equivalent  to  several  hundred  million 
United  States  dollars.^  As  a  group  they  were  ex¬ 
tremely  patriotic,  and  gave  financial  and  moral 
support  to  Sun  Yat-sen  and  his  successors  in  the 
organization  and  development  of  the  Chinese  na¬ 
tionalist  movement. 

Business  activities  of  the  Chinese  in  Southeast  Asia 
frequently  aroused  the  antagonism  of  local  popula¬ 
tions.  In  fact,  demands  were  voiced  by  national¬ 
ists  for  the  curbing  of  Chinese  interests  so  that  a  na¬ 
tive  middle  class  could  develop.  This  anti-Chinese 
movement  was  most  marked  in  Thailand,  where 
extremely  severe  economic  legislation  had  the  ef¬ 
fect  of  weakening  the  Chinese  position,  as  well  as 
that  of  Western  interests.  At  the  same  time  several 
of  the  colonial  governments  imposed  certain  gen¬ 
eral  restrictions  (for  example,  on  the  alienation  of 
native  land  to  foreigners)  that  served  to  hamper 
the  Chinese  in  penetrating  into  the  economic  sphere 
of  the  local  peoples.'* 

It  is  irnpossible  to  say  with  what  strength  the 
Chinese  of  Southeast  Asia  will  emerge  from  the 
present  period  of  Japanese  overlordship,  for  it  is 
not  clear  exactly  what  policy  Tokyo  has  adopted 
toward  them.  But  it  appears  certain  that,  with  the 
growth  of  colonial  nationalist  movements  and  the 
establishment  of  a  fully  independent  China,  many 
difficult  questions  will  arise.  The  Chinese  govern¬ 
ment  has  already  shown  (at  the  United  Nations 
Relief  and  Rehabilitation  Administration  confer¬ 
ence  in  Atlantic  City)  that  it  is  anxious  to  assure 
the  return  of  displaced  overseas  Chinese  to  their 
accustomed  places  of  residence  and  business.  It  is 
obvious  that  the  Western  colonial  powers  will  also 
have  a  direct  interest  in  the  position  of  the  Chinese 
in  post-war  Southeast  Asia.  The  situation  is  a 
triangular  one,  and  considerable  tact  and  imag¬ 
ination  will  be  needed  on  all  sides  if  a  genuine 
adjustment  is  to  be  reached. 

2.  Patricia  G.  Barnett,  “The  Chinese  in  Southeastern  Asa 
and  the  Philippines,”  ihid.,  pp.  33-36. 

3.  China  Handbook,,  19^7-194^  (New  York,  Macmillan, 
•943).  P-  3^- 

4.  Barnett,  “The  Chinese  in  Southeastern  .Asia  and  the  Philip¬ 
pines,”  cited,  pp.  36-47. 
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